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TO THE SHAREHOLDERS 


This is the first annual report under our new name and management. The 
following significant corporate changes have taken place since the last 
annual report issued in the name of Athabasca Columbia Resources Ltd: 

— Taro Oilfield Industries Limited was purchased in July, 1978 

— Taro and Athabasca were amalgamated in September, 1978 

— The Company’s name was changed to Taro Industries Limited 

— The Company’s year end was changed from the 31st of December 
to the 30th of September in order to correspond with Taro’s fiscal 
year end 

— The Head Office was changed from Vancouver to Calgary 

— The Board of Directors was substantially changed. 

Fundamentally, it is no longer the same Company. The direction and 
emphasis of the entire Company was changed. 

The Company’s financial statements are presented under the basis pre- 

scribed by the Canadian Institute of Chartered Accountants. As the pur- 
chase by Athabasca of Taro Oilfield Industries Limited was deemed to be a 
reverse takeover, the statements are required to be presented as if Taro 
had acquired Athabasca. The earnings of Taro are, therefore, for the nine 
month period of January through September, while the earnings for 
Athabasca are for the three month period of July through September. The 
net result is an earnings statement that is not entirely meaningful as a result 
of the reverse takeover. The whole statement will change substantially over 
the next twelve months as the results of a full fiscal year will not be 
reflected until that time. 
“ The balance sheet is more conventional, except for the capital section as 
further explained in notes 3 and 7. The net result is a dramatic improvement 
from the last published balance sheet. Shareholders equity at September 
30, 1978 was $3,645,000, a significant increase from the $493,000 on 
the last Athabasca statement at December 31, 1977. Working capital also 
improved; to a deficit of $355,000 at the end of the current period com- 
pared to a deficit of $1,052,000 on the last published statement. 

The reorganization of the Company is now almost complete. We antici- 
pate continued improvement in the balance sheet and in earnings for the 
new fiscal period, as the statements continue to reflect the complete con- 
solidation of the Taro group of companies that were acquired. 

Our objectives for the next fiscal year are twofold: 1) to liquidate those 
assets that do not contribute to our profits or fit our management-geo- 
graphical expertise, and 2) to redirect funds or expand into businesses that 
are of a service or manufacturing nature, insofar as they pertain to the 
resource industries in Western Canada. Several new opportunities have 
recently been brought to our attention. 

Due to the change in our emphasis and type of operations, it was with 
regret that we accepted the resignations of several directors: Mr. P.R. 
Sandwell, Mr. P.M. Barrington, Mr. J.G. Chaston, Mr. J.M. Pryde, and Mr. 
M.H. Turner. The new directors, all from Calgary, are Mr. R.A. Wisener, Mr. 
N. Cohen, Mr. J.W.W. Williamson, Mr. M.D. Domanko, and Mr. G.D. Ross. 

We look forward to the 1979 fiscal year with a sense of accomplishment 
and anticipation. 


Sincerely, 


as a \ 
ow. 
_ ™~ Peete ory ee 


Graham D. Ross 
President and Chief Executive Officer 
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REVIEW OF PRIOR OPERATIONS | 


TRUCKING 


VILLAGE GREEN INNS 


OTHER ASSETS 


The trucking operation in Alaska was brought to a final conclusion with 
the sale and transfer of the operating authorities to a large U.S. based 
trucking company. The final amounts owing on trucks previously sold to this 
operation were collected subsequent to year end. 


Scandia Trucking, the Canadian trucking company, was reorganized in 
the early fall. The minority interest not owned by the Company was 
purchased and some of the older equipment retired. The net result was an 
addition of two trucks to bring the fleet to twenty heavy oilfield and rig- 
moving trucks. It is our intention to remain at this size for the present, and to 
concentrate on improving the fleet, our expertise, and the utilization of our 
running rights which cover Alberta, British Columbia, Yukon and the North- 
west Territories. 

Sales from this company are showing improvement and the operating 
losses of prior years have been substantially cut. It is expected that in the 
coming fiscal year we will have turned the division into a profit contributor to 
earnings. 


The book value of our 50% interest in the Village Green Inns was 
increased to $765,000 from $165,000 as further explained in note 3 of 
the financial statements. It was the opinion of management that the value 
had increased to this amount based on discussions with potential 
purchasers. 

During the year the occupancy rates and the profit position of both 
hotels continued to improve. A tennis centre, in which we have an invest- 
ment, was constructed adjacent to the Vernon Inn along with improvements 
in our own outdoor facilities. 


Additional condominium units in Puerto Vallarta, Mexico, were sold dur- 
ing the past fiscal year at a profit. There are currently eight units left to sell 
and an aggressive sales’program has been undertaken. We anticipate that 
in the near future this asset will be completely liquidated and the funds 
employed more profitably in Western Canada. 

The twenty-five acres of waterfront property on Molokai, Hawaii, in 
which the Company has a 25% interest, has not been sold even though an 
aggressive attempt was made to dispose of this property. Continued effort 
will be made. 

The Company’s 50% interest in Resoursex Ltd. was disposed of 
subsequent to year end. We and our partner traded our shares for equity in 
anew mining development company. It is expected that this new company, 
which has cash resources and other properties, will pursue an expanded 
program of exploration and development and that as a result we will event- 
ually be able to liquidate our new position through this company. In the 
meantime, we are relieved of all management and continuing costs. 


REVIEW OF NEW OPERATIONS 


ARGUS DRILLING 
DIVISION 


BST EE TOO 


WHITCO DRILLING 
DIVISION 


para 


Argus Drilling, which commenced operations more than ten years ago, 
has over 90 employees, and operates six oilwell drilling rigs in the following 
depth ranges: 

3 - up to 6,000 feet 
2 - up to 7,000 feet 
1 - up to 12,000 feet 

The rigs work principally in central Alberta, although in the winter several 
move to the north-west Alberta and north-east British Columbia drilling 
areas. For the year end September 30, 1978, 83 wells were drilled. All rigs 
are currently contracted, with two rigs on one year contracts. For the fiscal 
year ended September 30, 1978, the division exceeded its profit budget 
and a slight improvement is anticipated in this year due to a strong demand 
for drilling rigs. 

A recent appraisal of the assets was conducted and a value of 
approximately $8,800,000 was placed on the equipment. 


Whitco Drilling, which commenced operations more than five years ago 
and has over 55 employees, operates four trailer-type drilling rigs with a 
depth range of up to 3,000 feet. A new rig, costing slightly more than $1 
million, with a depth range of up to 4,000 feet, was delivered in January 
1979. This new rig will be operated on a three year fixed-term contract. 

The wells drilled by the Whitco Division are much shallower than those 
drilled by the Argus Division, averaging two to three days to complete. For 
the year ended 30th September, 1978, the division completed 351 wells. 

During the summer and fall the rigs work principally in south-east Alberta 
and move to north-west Alberta for winter operations. It is anticipated that 
the demand for these rigs will continue through the 78-79 fiscal year. 

The division’s four existing rigs have an appraised value of approximately 
$3,500,000. 


LARSEN OILFIELD 
SERVICES (1978) LTD. 


ROSTEL FABRICATING 
INDUSTRIES LTD. 


The Company owns 80% of this company, an oilfield construction ser- 
vice and construction company, which is located in the Camrose area of 
Alberta. The company, which was acquired in the spring of 1978, owns 
seven crawler tractors and five motor graders. 

At the present time, the company is relatively small. It is the intention to 
slowly expand the fleet of equipment, as the opportunities become avail- 
able, and to move into new geographical areas. 


Taro Industries Limited owns 50% of this Company — an oilfield repair 
and fabricating plant located in Calgary. Last year, during its first complete 
year of operation, the company was moved into a new plant, new machine 
tool equipment was purchased, and the staff was increased from six to 
approximately 35 people. Even with all the changes, the Company 
exceeded its profit budget for the fiscal year ended September 30, 1978. 
Currently, the company is principally engaged in the machining and repair of 
oilfield tubular products, the fabricating of steel buildings, and the 
fabricating of mud tank systems. 

The growth prospects for this company are excellent and it is our inten- 
tion to continue the expansion, although at a reduced rate, to keep up with 
the market demand. 


TARO INDUSTRIES LIMITED AND SUBSIDIARY COMPANIES 
(Formerly Athabasca Columbia Resources Ltd.) 


CONSOLIDATED BALANCE SHEET 


AS AT SEPTEMBER 30, 1978 (Note 1) 
ESR Et SES i esha ESI SSAGRS SSeS Wn COE Ee OS Ge NEUE amet eds Nr SS Fa eS | 


ASSETS 
Current 
Castes Sse BAR oat ARaal a ie iS ak ade) ak np a ene a i Aga A Oe ee $ 542,000 
Receivables si. exo. ee FSA cs: Same sR tm emma em Dre 1k oe te eae eee 3,582,000 
Work-in-progress'ns 2eeiee NO, Nie Oe ee a a ee Pewee ob be eb aee oe ale 201,000 
Prepaid expenses. on. o822 en Sa ak Raia es a ea ee ee eee eee oe se 44,000 
Condominiums held forresaies: -. .) kee oe tae en ots rk eee an Rn ASTOR 
4,606,000 
Investments (Notes.3 andi )is 2s. os... :EE, se eee ee in ee 94 Sle a Oa 1,630,000 
Fixed. assets (Notes 3S: and: 5) rats te eect ce. see ee en Suet ee ee Es en ees 4,744,000 
Other assets 
Excess cost of investment over net book value (Note 3) ..............2.......... 960,000 
Organization costs (Note: 3)i 2s A boat Be ee ene eee oo kl. ua 185,000 
_$12,125,000 
LIABILITIES 
Current 
Bank operating loansiNote:6) 545. v3 Ree ue ee ae ee $ 460,000 
Accounts payable esc 25) Fume tid hei or ecttels glen eet apelere a tect Ne Rr 2,834,000 
Income taxes payable | ..3 95.4 24.'s ee oe ees Be tis aa hr 690,000 
Deferred income taxes.) csc 22g ei ee Ae ee ee ne 27,000 
Current portion of.term:debt bah00 05. ote Me AR ee pee Ae ee ee 950,000 
4,961,000 
Term debt (Note’6) Se sae 2 7 Se es eee oe Bee et es ee eee 2,568,000 
Deferred income taxes Joho ue a. 3S a, ee ee ee eet en Baa aecora 951,000 
SHAREHOLDERS’ EQUITY 
Share capital (Notes 3 and 7) 
Authorized 
6,000,000 common shares with no par value 
30,000 8% cumulative convertible redeemable first 
preferred shares of $100 par value 
Issued 
3,330,151 common shares and 15,250 
firstipreterred:shares Series “AP .....54)5...15). 4 oe 1,286,000 
Reéetained'earnings (Note OS} 28. cae e ve og ake SU i Grr 2,359,000 
3,645,000 
$12,125,000 


Signed on behalf of the Board: 


oa. bey 
= MI Pi ben Ne _ Director tn - Director 
ae ~ 


TARO INDUSTRIES LIMITED AND SUBSIDIARY COMPANIES 
(Formerly Athabasca Columbia Resources Ltd.) 


CONSOLIDATED STATEMENT OF INCOME AND RETAINED EARNINGS 


FOR THE NINE MONTHS ENDED SEPTEMBER 30, 1978 
aS IG aI I SSE BD A NSE SS SS Te ST TY 


Revenue 
CICS S Bei bith 5 ee ee ele RON a ee be iE ME ee oN a ates cae $9,773,000 
CE NR DRS DS Anca eae Re Sry Pa ot Se SN ee RO hae Ae EL Tena cat eae pididlta 25000 
9,802,000 
Costs and expenses 
RMN OCCU EM aE Baus A) oT a Rk kk 2 wih ah aac i Re ae ee ee ee Rc 6,486,000 
SES PAUONICE as tot eee WEN RN SN a) Bact es eet OLE oe aE Te Ot a ig 1,263,000 
Interest 
REE MAL Se AOR Rit ae ee bl Mae Li ort lh! La dat aul | hgh ee AEe ene tic) Meee Eman Te a Seeeecee cis 158,000 
arama UIP Meat 3, Bee ea al idle nb aie et lw 8g METEOR chet ses we AY, 34,000 
So SLY CLE SSS EE ge ere en a ee Ce eC eee ee 377,000 
ITE 1A I ec hi Sok, ct Bes bs ae ap ale Ie gat tas ohn a acd Rajah Gola Wale Le knw tal 16,000 
; 8,334,000 
Net income before income taxes and undernoteditems.......................200. 1,468,000 
Provision for income taxes 
“LL TWSICI. 4. otsaasdy Aol pebbapsg ds Mak 6 aan 2 a) nc ge Tg er ee Dn 476,000 
OLS TUDO) 52 Us hamhp tt 2 hdl 3 lg ghia tel RO A a Ae A RIE A 0 ae ae Re men RE Ae 298,000 
774,000 
nonmecne oe Ore UNnGemMmoted MEMS. 2... 8. 2p ak eee SEE Pele be ae ele pebe se. 694,000 
Renae OMe.O Lal NALCO COMPAMICS oes esa isla. Sicha oe Beslan wither Adtyele al fee Sue- ai ed 94,000 
Write-off of excess cost incurred in purchase of 
muah vannterests it Subsidiary COMPANES 2... so ee eed EE ee Se, (48,000) 
RCE AERO RT COMTI OO MOC 8 boot: tweak Vann ihe ioe eters Bae tit Onan Uae oe co Lee 740,000 
Retained earnings at beginning of period (Note 3).............. 2.0.2.0... ee ee ee 1,619,000 
ee TAUB CEe ALE MAC SIA GINO R POMOC a: Meus. sc0d. 5 Shed. alatiplptoud (ous maces) oteed, Ms new RELA OES L Miy k $2,359,000 


TARO INDUSTRIES LIMITED AND SUBSIDIARY COMPANIES 
(Formerly Athabasca Columbia Resources Ltd.) 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE NINE MONTHS ENDED SEPTEMBER 30, 1978 
ES SN eS as OR Des Ms SIEVE BB SNCS Ga SARTO OD RSET Ga NR eS EEE PRO LE  OcOOSA Se RS Dc  e EE CSG PI) 


Source of funds 
From operations 


Netincome forthe period 25°) 2 seek, Re ee eee ed ee ee $ 740,000 
Items not requiring a current outlay of funds 
Equity;income:.ot affiliated companies 2). 2 once ae ene eee ee eee (94,000) 
Depreciation ‘and amortization: - <4.2$ ve we eee ee ee eee 393,000 
Deferred income taxes. osc ss 6 ROLE Bee ae ee ee ee ee 271,000 
1,310,000 
Increase in:'term debt less current portion: 22 i. 2.) pees yee ee ee ee eee 561,000 
Proceedsifrom: disposals of fixed assets, 6 ia ta. aie che ee eee ee eee 82,000 
Issue of share capital 
Arising from business combination, (Note 3). 2s tne ee ee ee 1,275,000 
Omer: CHA ieee hh ee Oe NE Ol See SA ae a naan ee a ee ae 10,000 
3,238,000 


Application of funds 
Acquisition of net assets arising on business combination, 
being $1,275,000 plus $335,000 by way of working capital 


deticiency assumedi(INOte 3). a Sb de a ee 1,610,000 
IncreaseumiinvestmentS ee 6% 5k ead A A Rene eee 24,000 
ReEpAVMeNTOMCRTdeDE ss cous bad woh beget yee & eee ate ee oa ee Oe ee 426,000 
Rurchase.ofifixed assets: o.oo 2 yon Ba Re oad ees Cee Eee 1,488,000 
Omega ter Reyes the 6 soln ncaa een Bor eke Ree Ras eed eRe he eee ee Cote 10,000 
. 3,558,000 
Decrease in: working Capital oe yiae Lee eOr eae ea ek. ee oak ee Oe eee ee a (320,000) 
Working capital (deficiency) at beginning Of period. .- &). 3..s5 see ee ee ee ee (35,000) 
Working capital (deficiency) atend of period... 2. 58) pa 4s eee eee ee $. (855,000) 


AUDITORS’ REPORT 


The Shareholders 
Taro Industries Limited 
(Formerly Athabasca Columbia Resources Ltd.) 


We have examined the consolidated balance sheet of Taro Industries Limited (formerly Athabasca Columbia 
Resources Ltd.) as at September 30, 1978 and the consolidated statements of income and retained earnings and 
changes in financial position for the nine month period then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included such tests and other procedures as we con- 
sidered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the company as at 
September 30, 1978 and the results of its operations and the changes in its financial position for the nine month. 
period then ended in accordance with generally accepted accounting principles applied on a basis consistent with 
that of the preceding period. 


oe 
Calgary, Alberta / Otutr, | fe ee. 


January 22, 1979 Chartered Accountants 


TARO INDUSTRIES LIMITED AND SUBSIDIARY COMPANIES 
(Formerly Athabasca Columbia Resources Ltd.) 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


SEPTEMBER 30, 1978 
Rea UES oI I PNT SSO SS RIT, 


ih: 


REORGANIZATION AND CHANGE OF NAME 


At the Annual General Meeting of Athabasca Columbia Resources Ltd. held on August 17, 1978, shareholder approval was 
obtained to change the year end from December 31, to September 30. 


At a Special General Meeting held on September 28, 1978, approval was obtained to amalgamate the Company with two of 
its subsidiary companies, Taro Oilfield Industries Limited and Kenai Trucking (1969) Ltd., and to designate the name of the 
continuing corporation as Taro Industries Limited. A certificate of statutory amalgamation was subsequently received from 
the Registrar of Companies for Alberta. 


a) 


b) 


c) 


e) 


a) 


. SIGNIFICANT ACCOUNTING POLICIES 


Principles of consolidation 
These financial statements include the accounts of the Company and the following subsidiary companies which have 
been consolidated in the manner disclosed in Note 3: 


Percentage 

Interest 
rc AO ANOOe be on a isn de hae loi £ kk OR Gaee ea cau + eae Meee eee eee 100.0 
senna AAI CODEC EG NG BL Lh Coe ae BS deaplitenen oh Wh Ga lola tach Soe evta oh ee Seats Alo gee eee 100.0 
PEAR ML CRISI OS CIMINO Chie &eaate ow ho ever k KR) 4 ie BAS SoHo eral ae URE & oO RRS 5G he RO ee 100.0 
BE oAM NG CMUOMtS IG pace ay eh SOP es BAYT LS khan g's yw bw ho hlondee Bache se Nog eee pee enw at 100.0 
COMM CH UO OINCRG ta CMe Feber chins Een xt) ye Sty © atl aden sye ls BereOle Seria CML LON eo We ee 80.0 


These financial statements also include the equity of the following companies in which the Company has a 50% interest 
(equity consisting of cost of investment, advances and share of results of operations since acquisition): 

Village Green Services Ltd. 

Village Green Inns Ltd. 

Village Green Inns (Vernon) Ltd. 

Rostel Fabricating Industries Ltd. 
The Company’s 50% interests in Resoursex Ltd. and Kaunakakai Resources Inc. are recorded at cost less write-downs 
to net realizable value. The 50% interest in Arctic Motor Freight Inc. has been completely written off for accounting 
purposes. 


Condominiums held for resale and work-in-progress 
These assets are valued at the lower of cost and net realizable value. Work-in-progress is accounted for by the percen- 
tage of completion method of accounting. 


Depreciation 
Depreciation is recorded in the accounts using the straight-line method at the following rates which will reduce the assets 
to estimated residual values: 


PRN SremINEO ALO COCILINSMICING sin (ic est cit oe RC chords ciseatte Open ahh Seo tay caer 10-12%% 
Dasa Cee NOG Ciel COM Sapa.) oi Pog te outs SUdt tae 5 ones eee oe Pe lies Mets a Beret eine anni a Te 14-17% 
Die Mom rie tS ACM EAS i263. eo RR IL ee CARS e Fe ae Se Re ee ee ee hh 10-15% 
UMMC OIC MOLI biyteke els 5 bCn dc a ca: Batak D Meee NS ac oath alone D JuCa Rae eM cee GN Meet ate 23 - 35% 
Emre er nemeGUmMent. 0. 5 e.1 9 toc dg oe adele he eee a ke Rees Pa 6-10% 


Deferred income taxes 
Income taxes are recorded using the tax allocation method. 


Excess cost of investment over net book value and organization costs: 
These costs are being amortized at various periods of up to forty years. 


. BUSINESS COMBINATION PRESENTATION 


Consolidation 

Pursuant to an Agreement dated June 14, 1978, effective June 30, 1978 for financial purposes, Athabasca Columbia 
Resources Ltd. (““Athabasca’’) issued 2,050,000 common shares and 15,250 Series “A” first preferred shares in ex- 
change for all of the outstanding share capital of Taro Oilfield Industries Limited (‘Taro’), a private Canadian company. 


As aresult of this share issue transaction control of the combined companies passed to the former shareholders of Taro 
as a group. This business combination situation is referred to as a “reverse take-over”. Although legally Athabasca would 
be regarded as the parent or continuing company, recommended policy established by the Canadian Institute of 
Chartered Accountants requires that, for accounting purposes, Taro be identified as the acquirer and that Athabasca be 
treated as the acquired company. 


As aresult of the reverse take-over method of accounting, control of the assets and business of Athabasca is deemed to 
have been acquired by Taro in consideration for the issue of share capital. The consideration amount has been 
designated at $1,275,000 representing the deemed value of the outstanding common shares of Athabasca immediately 
prior to the business combination. 


Being the acquiring company, the net assets of Taro are included in the balance sheet at previous book value; net assets 
of Athabasca have been adjusted to reflect the acquisition consideration. The results of operations for Taro have been in- 
cluded in these financial statements for the nine month period ended September 30; and the results of operations of 
Athabasca have been included for the three month period from the effective date of the business combination. 


The acquisition is summarized as follows: 
Assets and liabilities of Athabasca at June 30, 1978. 


Gurrent assets: 8.2 yo og SEN IS ee ce lg Lh RR Oe oe ea ee en $ 823,000 
Current habinties yee Ry Cea ate oe kL avs ep ne ge Rs ee a ee 1,158,000 
Working capital deficiency’... 2. 2250) os oe beh Ses ere ee (335,000) 
InvestimentSy. eae, bee a oes he pts ee ee ne Oe 707,000 
Fixed assets: ics ech sc ocb hos ak Wa She eek Clee Se ete bo Rees cee ce pee 666,000 
ONQAIIZATION- COSTS). ios boss Secs Weta ba a aes hn ab ic veg a sk eek) RT ee | 35,000 
1,073,000 
Term: debt cbse se Se wy Saat ed eet RR og hk ee Akio adele OR ee ee ___ (879,000) 
Netbook vallievehi tik Se Rah Sleek PE) Se SORT ee ere ene at aie ie ey te 194,000 
Ascribed purchase value of Athabasca... 22... 2243 225 40 242 6 os ee eee ee _ 1,275,000 
Excess cost of investment in Athabasca 
over. net book value-at:date of'acquisition.< o.e5. 2. oles ae has 4k ik ee ee eee $1,081,000 
Net book value of Athabasca at June 30, 1978 was represented by: 
issuedenare Cabital, 235 0 of seias ob ain ciel ey ee RAM tere ee 2 ed) eee ee $2,940,000 
Deticit, January Ty VOLS ssc ck ov he ae ay cee Le ec itn ae el ee (2,447,000) 
493,000 
Netloss:to'June SOs 1978 0 ie Oke he Re eh ay led em re A Se (299,000) 
$ 194,000 
This excess cost has been allocated to various assets presented on the balance sheet as follows: 
INVESUPIOMIS © cee selge Stare eh eh ey ee Ue ge Rn ele gO $ 600,000 
FIXECIASSEUS isha el des og teh sy oe ee ee ER sleet el ee ae 100,000 
Orgamization Costs. yews. fe A Beets Bk ea 150,000 
Excess cost of investment over net book value of assets acquired ........................ 231,000 
$1,081,000 


Consolidation adjustments were required to the equity accounts of Athabasca at the effective date to reflect the acquisi- 
tion by Taro. The previous $2,447,000 deficit accumulated by Athabasca has been revised to present the opening re- 
tained earnings account of Taro at January 1, 1978, in the amount of $1,619,000. The share capital account otherwise 


outstanding for corporate purposes has been calculated as follows: 


Share 
Balance Janviary 1 s1978 3. Pe ee Re eR RAE Sean roa. (eevee: Gielen $2,940,000 
Value of shares of Athabasca issued in exchange for share capital of Taro 
COMMON ee 5i6-4 c645,5 Botan. 5 eae. Beek, Sele pen aoe TU ered 2 Bocce Coen econ Ben ave 2,050,000 
PrefEme ds coe. ce Bi eel eR: oy NE ee PE PEER race Rt HRT a ee ey, Ia es En oe ee 1Zo25,000 
6,515,000 
Adjusted for 
Balance.of, Taro share:capital.accountias at January £19 F.8d pie septs eens taste, Ra lee es (1,000) 
Ascribed value of share consideration deemed issued by Taro.................0202.2 20000. “vv (14275,000) 
Decrease’in'share capital (Note 7)... . 0... go. cae oo on es ee ee $5,239,000 


b) Comparative financial statements 


Comparative figures have not been presented as management considers that the basis of financial presentation for the 
current period differs significantly from the prior period. This arises as the result of the method required in accounting for 
the business combination of Taro and Athabasca, and because the year-end of the new consolidated group of com- 
panies has been changed to the 30th of September. 


4. INVESTMENTS 


Investments comprise: 
Equity in affiliated companies 
Village Green Hotel Companies (including , 
mEOU COOmNOcme as.Senoutin, Note s)a. ee rove ie bees 8 eR $ 765,000 


Base eb eoncaincncdustics tse «det, eh Se ak me gc RS eee SEE pd are & 115,000 
880,000 

Investments at lower of cost or net realizable value 
Mam Oh alte GOUNCOS MIC rane iver Agia PE A Ae ee eT Dh PR Pots Be Ne Pe 543,000 
PresrcauRnocw or GCOmpany LAMICG: iar 4 hos verde e hn eo lke beac eer eee eS 152,000 
Sete Ce Grier 1 eee Ramey ee Ok ek me 7, oe eae ae OA RN eM CO NOT Re ee 43,000 
LE hg kh hE OO 0) Se ee a Ne ee se eres ere ne eee | Meets 12,000 
$1,630,000 

5. FIXED ASSETS 
Fixed assets stated at cost comprise: 
SRE GS an NeialeG COCIDMeNT 52 = kk ce Poti nee ets ard wn aay « WED RRR ER Rea Se ote EL Rae $3,416,000 
See eMaC ENDO aN CONMI GLE). bigs Shoat ce Bela ols y Bhd Hl Eatig et eke Oe Bee socen oh Sp alt ed. wes 1,125,000 
ANRC MICAMCTS ONC OCION SEs Sr ctu ery tee ema eet BU. 2 bl Bole ao) 4 td ol oe ae ee eee Be Bo hed 1,642,000 
Pee CO CAUIINONL. | EEA eUee One ee CR ni re in y Ol. Pe ee Rp Ut Tonk OD ce at Rota Ble aby ta 243,000 
Dine genhOMmenlCand (UuIMHNC? Le Pes eee Sues ce cy ben Bade oe Cede eS Sa ots MENS oe eece 263,000 
Permits (including $100,000 allocated as set outinNote 3) .......................200000. 2 7 $82,000 
6,821,000 
HESS ACCUNUIAIed GeDTe CIATION.) 5 (lias 90s s oi od ees Wath? tase ge Monee Sas a hes ou 2,077,000 
$4,744,000 
6. TERM DEBT 
Term debt comprises: 

AEeeT DOCS Et 2 eee a bk er eee Cae ee a ete LR AE Gin eae Goce od, Am $2,712,000 
CC CUMCCNIGIOS DOVADIC be ren htc. agin, Re Ne SSL Ae Tes BLOM bee weeded Bit ORE ily. Sane 666,000 
CORVSTUOIO OLS DAVADIO Ce RN sce LUNAS Wel tib ag mula eet ner e BE ROO RE EG BI be an SiG 100,000 
RIMANG CXCOMMAGtSHISECUNEG te ecu eae tim iad ny % Bl ies pen Acree | ete ameter tee aie Oe Aes Wed Cena al ofa _ -40;000 
3,518,000 
BOSSICUNITENUDOMUONS CRE Cr fi heen or Oe aoe oy RN Rae cm at Pale eres Pes Uae Gace 950,000 
% $2,568,000 


Bank term loans bear interest at rates between 1%% and 1%% above prime rate, and are repayable in monthly installments 
of $57,800. Bank term and operating loans are secured by general assignments of accounts receivable, demand 
debentures carrying a first fixed charge over drilling rigs, related equipment and certain tractors, a first floating charge over all 
other assets and a guarantee bond and postponement of claims from a director. 


Unsecured notes payable bear interest at rates between 10% and bank prime plus 1% per annum and are repayable in 
annual installments of: 


1979 - $170,750 1982 -$ 77,000 


1980 - $204,500 1983 -$ 73,000 
1981 - $140,750 


The convertible note payable bears interest at 8% and is convertible into 1,000 first preferred shares at the holders’ option 
at any time before March 15,1979 whereupon the Company must repay the note. 


he 


10. 


SHARE CAPITAL 


In order to facilitate the business combination with Taro as outlined in Note 3 the authorized common shares of Athabasca 
were increased from 3,000,000 to 6,000,000 with a reduction of the maximum consideration receivable for these shares 
from $30,000,000 to $27,000,000. In addition, 30,000 8% cumulative convertible redeemable first preferred shares 
with a par value of $100 each were authorized. 


Details of the issued share capital are as follows: 


Number Amount 

Common shares 

Balance atJantiary 1: TO76. 4.5 bi ee Se pe Le 1 ae ea 1,275,151 $2,940,000 

Issued incexchange for shares Of Taro 6. da se ed Le ie ce 2,050,000 2,050,000 

EXercise;onoulstanding’ShaneOpliOnys: wes eee ea een 5,000 10,000 

Balance at September SO}1978 3 ie sak eho ee ke ee as 3,330,151 5,000,000 
First preferred shares - Series “A” 

issuedin' exchange for:shares: of Taro: 28 es 3 135 ol ee Ae ee eee 15,000 1,500,000 

issued foribrokers fees cod nie SER et eee ce SU id pe ee 250 25,000 
Balance at September 30,1978........ 4. oe shasaad Be BALES te tae UE ARR a Rik ce ierira ae ee 18i250 1,525,000 
Aggregate 3 ako Shenae all ARS 6 OE ee 6,525,000 
Adjustment required for business combination 

accounting (Note 3)... .. Lee Behe tey coed 0. Lah AUS cole Re Nt a errr (5,239,000) 
Per balance:sheet at September:SO! 1978s, 22 te yee, os ace ee $1,286,000 


The first preferred share dividends are payable semi-annually commencing January 1, 1979. The shares are convertible at 
the holders’ option at any time after three years from the date of issue for 50 common shares for every first preferred share 
held or are redeemable at the Company’s option after five years from the date of issue at par. 


The Company has reserved 160,000 common shares for future issue under an Employee Stock Option Plan. 


. EARNINGS PER SHARE 


Earnings per share for the nine month period have been calculated on the weighted average number of common shares 
outstanding during the period. The number of shares deemed to be outstanding for the period takes into account the reverse 
take-over rules for business combinations as described in Note 3. 


Basic earnings per common share $0.26 


Fully diluted earnings per common share $0.23 


. COMMITMENT AND CONTINGENT LIABILITIES 


The Company has jointly guaranteed indebtedness of affiliated companies amounting to $1,040,000. Reimbursing 
guarantees are held for one-half of this amount. The Company has also fully guaranteed indebtedness of affiliates to third 
parties amounting to $600,000. 


The Company is committed to the construction of a new drilling rig which is estimated will cost approximately $1,050,000. 
The purchase is to be financed by an additional loan from the Company’s banker and by an advance drilling payment. As at 
September 30, 1978 the Company had expended approximately $274,000 on this rig, which was obtained from current 
working capital. 


Outstanding lease commitments for office premises total $165,000 over the next thirty months. 


REMUNERATION OF OFFICERS AND DIRECTORS 


During the nine month period there were fourteen directors and five officers all of whom were also directors. Directors’ and 
officers’ remuneration for the period amounted to $26,833 and $29,167 respectively. 
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